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FINLAYSON ENTERPRISES LTD. 


Sales and profits trends commented on in the 
1973 annual statement have continued. The 
Griffiths-Kerr division has had exceptional 
growth and record earnings. Beauty Industries 
Limited is also showing increased sales and 
profits. However, the Wood and Natrop 
fragrance and cosmetic units have had losses in 


the first half of the year. 


Along with the total sales growth, profits on 
operations showed a satisfactory increase. How- 
ever, provision for income taxes more than 
trebled. The losses in the fragrance and cos- 
metic units could not be offset, for tax purposes, 
against the higher profits of the two major 
operations. As a result, net profit declined from 


$57,752 to $13,485. 


In the second half of this year a substantial 
improvement in consolidated earnings is fore- 
casted. However, in view of the higher tax 
provision, it is unlikely that the net profit for 
the year will exceed that achieved in 1973. 


Inventories and accounts receivable continue 
to grow at a high rate partially due to higher 
sales and also due to much higher costs of 
materials. This caused increases in Bank interest 
payments. Despite this, the working capital 
position of the Company continues at a satis- 
factory level. 


August 13, 1974 R. W. FIntayson, 


President 


FINLAYSON ENTERPRISES LTD. 


Consolidated Statement of Profit and Loss 


(Unaudited) 
Six Months Ended 
June 30, 1974 June 30, 1973 
Salestt- ay Sea ate ai ate Be A ane ene =a om AN Seapets J $2,981,347 v $2,326,055 
Proft-on Oneratioueen sant) coun ee aaa oa to ae $ 90,369 $ 80,796 
Provision for Income axes... 2.52 sence es beet. seen ee: 76,884 23,044 
NetProfit.a <5... eee eee Se ha De | Cie ener eee ae JV$ 13,485 (<S 57,752 
Earnings (Deficiency) per Common Share after providing 
for dividends on Preferred Shares..........4. nena sere, ae = (15.7 Cents). =-41-2 cents 
Consolidated Statement of Source and Application of Funds 
(Unaudited) 
Six Months Ended 
June 30, 1974 June 30, 1973 
Source of Funds 
Consolidated Net Profit’. -. cee eee eee $ 13,485 Sassy EV 
Add: Depreciation, a non-cash outlay........ Upped ieee a ese 21,673 17,654 
Funds provided from operations.......... A SU en rete Byk &. $ 35,158 $ 75,406 
Deferred liability assumed on 
acquisition of subsidiary............ et eee ene ee — 6,250 
Total Source-of Funds: 5.2 sos a1. eee S fk aoe Pe (ewe lopllese $ 81,656 
Application of Funds 
Net addition to Fixed Assets............... ERs Sse ance eo nia $22,730 $ 25,102 
Acquisition of intangibles on 
purchase of shares of subsidiary............. A ce _ 74,255 
Dividends: Preferred: Shares: = 3.» ee ee Aner. 25,680 25,680 
Common Sharessc) sce hee en eee oe — 23,345 
Paid re Life Insurance, a non-current asset................ee00- 1,537 1,784 
Reduction of Deferred Liability.......... Ae Peco ee ane 1,500 _ 
Total Application of Fands.....2e oe d es aeaar see oe ease $ 51,447 $ 150,166 
Decrease in Working" Capitals <.fo0 syne eae He eee $ 16,289 $ 68,510 
Working Capital at Beginning of Period.................. Ree 1,704,508 1,798,111 
Working Capital‘at End of Period... 2. oe oe Ree ES hat eo $1,688,219 $1,729,601 


To the Shareholders of 


Ruiner SON ENTERPRISES LTD. 


The optimistic forecast contained in the first six months’ report was not achieved. In the last half of the year, instead 


of the usual higher sales volume expected, consumer demand slackened and costs continned the upward trend. 


As a result the net profit for the year amounted to only $43,387. 


The Beauty Industries Division, which manufactures and distributes baby clothing, had a satisfactory year. The 


Griffiths-Kerr domestic textile unit also did well. However, sales did not reach budget in the cosmetic division and 
cere TO & 
losses were suffered, Profit margins were reduced on sales of imported texti ine int value 


of the Canadian dollar versus the United States dollar. 
Le TO NE IOC LD OEIN ROLLA I AAO tt SRS 


The sales decline which started in October 1974 has continued into the first quarter of the current year. The divi- 


sion most adversely affected is Griffiths-Kerr, due partially to what has been described, in some parts of the United 
States textile industry, as “chaotic’’ conditions. In addition retailers, in an effort to reduce inventories, have very 
limited “open to buy’ positions. This affects sales of all divisions. It is too early in this recession to foresee when 
increased demand will be felt and thus no reasonable forecast can be made for 1975. It is hoped that by mid-year 
the outlook will be clarified. | 


The @, 


Turning to the financial statistics, it will be note§ that income taxes amount to approxim -five percent 
: ;  byene acne 
of the profit for the year. due to he profitable operations against which we were un- 
ne 


able to offset losses suffered in other subsidiary companies. A corporate simplification program has been instituted 
which will consolidate some of the operations. The tax b ould not be as heavy in the year 1975 as it-was 


in theseear 1974. In September 1974 the income debenture held by the Company was redeemed and the monies 
te Ca 

obtained were largely used to reduce bank loans. In addition an inventory liquidation program which was started 
in mid 1974 is being carried out and this has also released funds for other corporate purposes. Asa result our finan- 


cial position remains satisfactory. 


R. W. FINLAYSON 
President 


March 31, 1975 
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ASSETS . <a 
1974 1973 a 
CURRENT Pag 
Cash 25 Bee GER aS ee ec ree ea ale cg I Ee $50,254 $ 30,048. ieee 
Short term depositireceipts ic, as cesise sn Soe Seas od no ee ie ere - 10,000 — at 
Investment mancome debenture, aticosts< 4.252.) clea es civemanisesinwen one? Si Leap Saree eee — ~7§0,000 3 
ACCOUNTS TECEIV ADIGs 5 Sets x i cre sions oe attics, ek Nas tree ete ee S cor angew aor ay eee aoe Raa aaS 933,387 1,101,518 a). 
Merchandise inventories, at lower of cost and net realizable value.........0200cceceeececeeee ‘2s 1,437,635  1,330)6290) = F q 
Prepaid expensesiany sa: c res. vetiage «nc kaon So ra ena Means od ae ie anata Ae 113,422 48,333 a 
‘ot eae 
TOTAL CURRENT ASSETS). 0552 occas wee hee cee eee eee ee cette cere eter nee eeee ees 2,553,098 3,269,522 4 
FIXED ac 
Equipment, automotive equipment and leasehold improvements, at cost... ..........2e0see eee: 572,503 $14,764 
Lessatcumulated depreciation. Gxcviy coos caiane or a etslisenutin cpa moles Saran eee eee 402,686 373,741 : F % 
Tovar, Fecbin: Asses icc 4c vs sotean Ad aues Ss one eee en eee 169,817 141,023 a 
OTHER : a 
Cash value of lite insurance policies ox oxic snvs.« <cgietects esl seme ee see elec icra een teed ee 55,367 $2,442 : 
Approved on behalf of the Board: . 
R. W. Fintayson, Director ‘ : 
G. A. Boppy, Director x “4 
$2,778,882 $3,462,987 a 
a 
AUDITORS’ REPORT > a 
To the Shareholders a 


FINLAYSON ENTERPRISES LTD. 


We have examined the Consolidated Balance Sheet of Finlayson Enterprises Ltd. and Subsidiary Companies as at 31 December 1974 and the 
Consolidated Statements of Retained Earnings, Profit and Loss and Changes in Financial Position for the year then ended, Our examination 
included a general review of the accounting procedures and such tests of accounting records and other supporting evidence as we considered. 


necessary in the circumstances. \ 


In our opinion, these Consolidated Financial Statements present fairly the financial position of the Companies as at 31 December 1974 and the Gj 
results of their operations and the changes in their financial position for the year then ended, in accordance with generally accepted accounting 


principles applied on a basis consistent with that of the preceding year. 


Bs 
: { b| 
ToronTO, ONTARIO, 19 March 1975 Dunwoopy & COMPANY — e 
Chartered Accountants a 
¥ | 
Q x 
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Se PRISES: LTD: 


‘COMPANIES 

: at 31 December 1974 , 

? LIABILITIES 

dl | A 

a CURRENT 
Bank Ande bed es6a we heres boss. ee koa Fe oa ROR UMP AS OEE SUS CAA One EPRI. «AEE RPE $ 350,260 $ 615,857 
eee onnterpayable ad accrued charees 1<) cial soe eec soe seus ndahdeeaeenenivireansveees 642,588 803,496 
Income and withholding taxes...... Se Rar elit, 7m ee eee mn 75,014 82,661 ° 
Current portion of long term debt..... bs Wee Tele esas Shy ain ahrvets Gaeta tis ane aie eee 63,000 63,000 

| SHO PAE. CURRENT CVA BILETIES 5/50. 5 a5; ssteis aia Gibmitiwrs wv aiviels sole Wielelvn ele a nlet dedluds Lys Sarees 1,130,862 1,565,014 

MDMA ENE OECD 5 jase da (cis cyccalessiv) bones oalle CA rinoc-w wit hocdiee andl es eG meta any baleen Rea patel vate te 61,498 124,500 


1,192,360 1,689,514 
SHAREHOLDERS’ EQUITY 
SHARE CAPITAL 
Authorized 


2,228,758 6% cumulative preferred shares of par value $1 each, 
redeemable at the amount paid up thereon 


116,133 Common shares of no par value 


Issued and fully paid 

/ aera ae Ee FePREG SHARES fash. oh ac hc oeuer Ae Raa a oid he WB LL Gays, Sens hobs wae REIS 700,353 855,987 
77,817 Common shares....... Wf Seticrage ar eee teat erty hate sata Stennis RAs G 281,671 281,671 
982,024 1,137,658 
Peder ME NUINCG Stoica. cre: A553 co; ate la pao soos ioe atita <a ee ITA aR eT ali Sat TONS Ae syed ale So wv Ria 604,498 635,815 
MOTAL SHAREHOLDERS BOQUITY 3 is 7s n.ste sce eens eae Sis oad there aa wean oois Sins y old 1,586,522 1,773,473 
$2,778,882 $3,462,987 
Consolidated Statement of Retained Earnings for the Year Ended 31 December 1974 

1974 1973 
Ate BR GUNATING OP. VEAR oi). latiy ev ais eran Oa ee tide Ap sR ap co ae $ 635,815 $ 648,273 
BUCA LOLA OAL eae csctcess2uistek ei chu oacgie) ct arcu Peete aces ese oh ac PSU eIr Se oP gene Preseli Re 43,387- 143,675 


; 679,202 791,948 
Cash dividends paid during the year 


Le ENG oie eae beget (aE ote PRC RRL hed SOnCh ST ong sth Cale hee Mente ae $1,359 $1,359 

Si Ue) ESTA SLIAEES AG AS cco ie eee eI Gt asalo a Fs Ee ee ates BOs 23,345 23,345 
Excess of cost of shares of subsidiary over tangible book value—written off............+...00.. _ 81,429 
74,704 156,133 

aE Sete CODY PR GOCE: | ir Neal eas! vente iwi emiaa ears Osis eee eta wa ute Nae es $ 604,498 $ 635,815 


BION L.A Y'S:‘O UN (ENT ERP RTS BS” oa 


AND SUBSIDIARY COMPANIES 


Consolidated Statement of Profit and Loss for the Year Ended 31 December 1974 


SALES (net); NOte $ aah s.<c/cuebawaas artes secon Meares atk dia. drip aden Sete Scie sone ees teens i (56,21 9836 
Profit on operations for the year, before accounting for the undernoted items. ................... 205,696 
Add Income trom investments; <n: aioe vs tye esa et lolens ssa eee eee Cena RC eT: 27,141 43,784 
232,837 : 308,482 
Less: Interest on indebtedness not initially maturing within one year........... Bhasin tae tare 12,059 16,453 
Provision for depreciation and amortization of fixed assets...........00cce cee ceeeeeees ee 46,808 39,603 


58,867 56,056 
PROFIT FOR YEAR, before provision for income taxes... .....:.0..<.<-- Sic Se eae Nee ae 173,970 252,426 


Provision for MCcOMe AXES. Wie, a eave Sinks catalan be ee a a tia nthe Pe ee aie 130,583 108,751 


NET PROFIT FOR YEAR, note 6........020seeeee 3 ah ey ahh hee oe a ee $ \ 43587 $ een 
@.48) OF 


Consolidated Statement of Changes in Financial Position 
for the Year Ended 31 December 1974 


SOURCE OF FUNDS ~ 
Operations 
Net 'iprofie for years o cibyan i 4 Scscnins <option te eee ane te ge face $ 43,387 $ 143,675 
Depreciation and amortization, items not requiring an outlay of funds. ./..............5. 46,808 39,603 
FONDS OBTAINED FROM OPERATIONS x. s </2 ccvessleee oie pais eae ete eases ater eee ee \ 90,195 183,278 
Procéeds:ondisposal::of fixed ‘assets &.. < .\s9 Savant wa a eette meee wire tetra tees etn 8,528 6,925 
Long term debt assumed on acquisition of subsidiary... yes; -- ose v een noun ctr se =e ooo — 6,250 
TOTAL HONDS OBTAINED, 1 see ee ee AAG eee ey 98,723 196,453 
APPLICATION OF FUNDS > 
Acauisitionsof fixed assets wx. % ng ecw coe Hes e nese ae ee aetna eee cena area oie 84,130 69,096 
Increase mn cash value of life insurdnees polictessere:. sync. seer semaines nae ax hae 2,925 3,077 
Acquisition of intangibles on purchase of shares of subsidiary..............2.0eeceee cence ees — 81,429 
Repayment on long term debt. .... Oe Peers PE rr eer Ee ee ees pee 63,002 61,750 
Redetaption\ot preferted shares. 4 Wl. tied: hi cerca seen | itera carte eeiacias bach waar 155,634 — 
Dividends paid during year—preferred shares...............000005 reise ‘eS $1,359 $1,359 
pa EOIMMION SHAPE iu a0 aint uae dae ioe aioes tata ee ee 23,345 23,345 
TOTAL RUNDS APPLIED irs cy ihc scas feueie Witte meno cet aaa erent etn mere ee 380,395 290,056 
DECREASE IN CONSOLIDATED WORKING,GAPITAL 25 64 atts ea) enins s sreeere sae mane einer 281,672 93,603 
Consolidated working ‘capital, beainning of year iis. soso eves pn vest teeta s Casmneens meee 1,704,508 1,798,111 
CONSOLIDATED WORKING CAPITAL, END OF YEAR. .......0...0ec0eceeeeueees heii $1,422,836 $1,704,508 
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AND SUBSIDIARY COMPANIES 
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NOTES LO CONSOLIDATED FINANCIAL STATEMENTS 


31 December 1974 


PRINCIPLES OF CONSOLIDATION 


The consolidated financial statements include the accounts of all subsidiary companies each of which is wholly-owned. 


Lone TerM Dest 


1974 1973 
BR NAc EAR RSC ECAC EIEN ECPM cho Gate TNT ah STE ERROR EE ols he sTulasah ia Seatelalera. ovatclbatg Baten ate RDO ete iS eee Be $120,000 $180,000 
Pans aeneropinenit atk laatnue dn of Wit. clos hdiors os oe ahelhi cle « sparen w wines ccave wala le whawtedlclunsed Coa ci ae ovat Bille eth 4,498 7,500 


124,498 187,500 
XO ELC UE OMELOUP Tame Wr teatinteintay c secl etree ain eae Sk eee ctr aZ as ese oir ee Ste ale lei ata E”ectya’ SRG ieteho ts Cee are eae ists race Melek Seep Stot 63,000 63,000 

$ 61,498 $124,500 
The 7% unsecured debenture is repayable in equal amounts on the 8th of August in each of the years 1975 and 1976. The debenture is 
held by a Director of the Company. 


The Industrial Development Bank loan is secured by a specific charge on certain equipment and fixtures of a subsidiary as well as a first floating 
charge on the remainder of the subsidiary’s assets. The loan is repayable in monthly instalments of $250 plus interest at the rate of 9% per annum. 


CLASSES OF BUSINESS K 
As required by the Canada Corporations Act the Directors are of the opinion that the proportion of sales from the different classes of business 
is as follows: 


1974 1973 
EREXtHeS:././, 257s '2 3 << PS Gok AEN tS ate irre SOAP eee Ate eg 101) SO ee Pe ari INO eae $5,127,531 $4,597,819 
ROTGrS AVC LIK Sata CLE ONL CURIS MPT wale: 5 Sade ore ck ection 2 Me het etter erat Gis. este Oras, « 1b gas ay ural e¥ al WoMMey al exeotslie aie ayia eS See vaet ate hema eroterS 1,090,305 1,093,022 


$6,217,836 $5,690,841 


REMUNERATION OF DIRECTORS AND OFFICERS / 

As defined in the Canada Corporations Act the aggregate remuneration of the seven Directors of the Company as Directors amounted to 
$2,000 (1973 — $2,000) ; the aggregate remuneration of the five Officers of the Company as Officers amounted to $95,500 (1973 —five—$94,875) 
and one of the Directors and Officers received $6,000 (1973 — $14,875) from a subsidiary company as an Officer of that Company. Four of the 
Officers of the Company are also Directors. 

As defined in The Securities Act (Manitoba) the aggregate direct remuneration paid or payable to directors and senior officers amounted to 
$247,607 (1973 —$280,279). 


Losses CARRY FORWARD 
Losses for taxation purposes of approximately $295,000 are available in certain of the group companies for application against future years’ 
profits of which approximately $92,000 expire in 1977, $36,000 in 1978, and the remainder in 1979. 


EARNINGS PER COMMON SHARE 
1974 1973 


Miaraathies COL COMITAOM SALE. 911-9. oon clone sie oleate make ies oo nace ete ene ee eae ately lend elroy aa < ina, cewinse fe eine ($0.08) $1.19 


ForEIGN EXCHANGE 
Liabilities in foreign currencies are converted at the rates of exchange in effect as at 31 December 1974. 


CONTINGENT LIABILITY 

Certain of the group companies are appealing from a decision of the Tax Review Board upholding income tax re-assessments totalling 
approximately $178,000 including interest for the years 1966 to 1968. No provision has been made in the accounts for these re-assessments as 
it is the opinion of counsel that the Company should probably be successful in having the re-assessments set aside. 


UNFUNDED PENSION BENEFITS 
The Company’s liability under its employee pension plan for unfunded past service amounted to approximately $35,000 which is required to be 
funded in equal annual instalments of approximately $3,900 over the next nine years, 
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